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FOR AMBASSADOR WEISS FROM DEPUTY ASSISTANT SECRETARY LUERS 

1 . SUMMARY: IN ENDEAVORING TO REPLY TO YOUR REQUEST FOR 
GUIDANCE IN RESPONDING TO THE GCOB QUOTE VAGUELY DEFINED 
NEED FOR ECONOMIC ASSISTANCE UNQUOTE, WE HAVE ATTEMPTED TO 
ANALYZE EXISTING AND POTENTIAL SOURCES FOR DEVELOPMENT 
ASSISTANCE AND TO CONSIDER IN WHAT MANNER WE MIGHT HELP 
FACILITATE INCREASED BAHAMIAN ACCESS TO POTENTIAL SOURCES. 

OUR INVESTIGATION INTO POTENTIAL SOURCES OF ASSISTANCE 
HAS LED TO THREE CONCLUSIONS: (I) CONCESSIONAL ASSIST- 
ANCE TO THE BAHAMAS FROM ANY SOURCE IS UNLIKELY. WE FULLY 
CONCUR WITH YOUR VIEW THAT BILATERAL CONCESSIONAL ASSIST- 
ANCE WOULD NOT ONLY ENCOUNTER STRONG CONGRESSIONAL 
OPPOSITION, BUT IS NOT WARRANTED AND CANNOT BE JUSTIFIED 
ON ECONOMIC GROUNDS. (2) SOME NON-CONCESSIONAL CAPITAL 
MIGHT BE AVAILABLE FROM THE INTERNATIONAL LENDING 
AGENCIES AND FROM PRIVATE SOURCES; AND (3) THERE MIGHT BE 

SOME VALUE IN ESTABLISHING SOME SORT OF A ONE-SHOT WORKING 
GROUP TO EXPLORE THE POSSIBILITIES FOR FOREIGN CAPITAL 
THAT WOULD ASSIST DEVELOPMENT. SHOULD YOU DESIRE TO 
PURSUE THIS LATTER SUGGESTION AS A FALL-BACK POSITION, WE 
ARE PREPARED TO OFFER OUR COOPERATION. END SUMMARY. 

2. PART I -PROSPECTS FOR NON-CONCESSIONAL DEVELOPMENT 
ASSISTANCE. 

A. U.S. GOVERNMENT PROGRAMS - FULLER EXPLORATION OF THE 
FOLLOWING POSSIBLE AVENUES OF INVESTIGATION WOULD BEST 
BE CARRIED OUT JOINTLY WITH THE GCOB AFTER IDENTIFICATION 
OF THEIR DEVELOPMENT OBJECTIVES: 

1) THE EXPORT-IMPORT BANK: THE BANK IS WILLING TO CON- 
SIDER ADDITIONAL LENDING ACTIVITY TO THE BAHAMAS. THIS 
WOULD INVOLVE REVIEWING CURRENT NEEDS FOR GOOD BANKABLE 
PROJECTS. ITS INTEREST RATES RANGE FROM 8 1/4 PERCENT TO 
CONEIDENTIAL 
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9 1/2 PERCENT FOR LOANS RANGING FROM SIX TO 14 YEARS. 

MR. DUKE SHEPHERD, SENIOR LOAN OFFICER EOR THE 
CARIBBEAN, HAS STATED THAT HE WOULD BE PLEASED TO RECEIVE 
A VISIT FROM A REPRESENTATIVE OF THE GCOB TO DISCUSS THE 
GOVERNMENT'S INTEREST. ALTERNATIVELY HE COULD TRAVEL TO 
NASSAU AT SOME LATER DATE TO MEET WITH OFFICIALS AFTER 
HE COMPLETES A PLANNED FEBRUARY TRIP TO OTHER COUNTRIES 
IN THE AREA. 

2) CCC CREDIT SALES PROGRAM: THE CCC PROGRAM IS NOT 
DEVELOPMENTAL ASSISTANCE, BUT IT COULD CONCEIVABLY OFFER 
THE BAHAMAS AN OPPORTUNITY TO FINANCE PURCHASES OF 
AGRICULTURAL COMMODITIES AT SOMEWHAT LESS COST THAN 
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THROUGH PRIVATE INSTITUTIONS. CCC CREDIT IS AVAILABLE 
FOR A WIDE VARIETY OF COMMODITIES AT 8 PERCENT AND 9 
PERCENT INTEREST FOR UP TO THREE YEARS. THE BENEFIT 
COULD BE SOMEWHAT LOWER FINANCING COSTS OF FOODSTUFFS AND 
A TEMPORARY REDUCED DRAIN ON THE BALANCE OF PAYMENTS. 
BULK PURCHASES, IF LARGE ENOUGH, COULD ALSO INTRODUCE 
ECONOMIES IN PRICE AND SHIPPING COSTS. BEFORE PROCEED- 
ING VERY FAR, THE GCOB SHOULD ENSURE THAT THEY HAVE FULLY 
EXAMINED THE POTENTIAL ECONOMIC BENEFIT THE CCC MAY PRO- 
VIDE AND THE COMPLEXITIES OF ADMINISTERING THE PURCHASE 
AND SUBSEQUENT RESALE OF BULK COMMODITIES. 

3) AID'S COUNTRY FINANCED SERVICES (SEE ALSO AID 
CIRCULAR A-635, NOVEMBER 12, 1975): DESPITE THE FACT THAT 
AID CANNOT PROVIDE THE BAHAMAS WITH DIRECT LOAN OR GRANT 
FINANCING, CURRENT LEGISLATION (SECS. 607 AND 661 OF THE 
FOREIGN ASSISTANCE ACT) MAKES IT POSSIBLE FOR AID TO 
ASSIST THOSE COUNTRIES THAT ARE IN NEED OF SPECIAL 

TECHNICAL SERVICES AS DESCRIBED IN REF AIRGRAM RE 
POLICY AND GUIDELINES. AID'S SERVICES ARE OF TWO TYPES: 

FIRST, AID WOULD BE RECEPTIVE TO A REQUEST FROM THE 
GCOB FOR HELP IN PROVIDING A SURVEY OF TECHNICAL 
ASSISTANCE NEEDS; SECOND, AID CAN HELP IN RECRUITMENT OF 
TECHNICAL EXPERTS REQUIRED BY THE GOVERNMENT AND PAID FOR 
BY THE HOST COUNTRY. AID IS CURRENTLY HELPING VENEZUELA, 
ARGENTINA, BRAZIL, ECUADOR AND A NUMBER OF ARAB NATIONS 
TO OBTAIN TECHNOLOGY AND TECHNICIANS FOR DEVELOPMENT 
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REQUIREMENTS. EXAMPLES OF CONSULTANTS EMPLOYED UNDER 
THE PROGRAM INCLUDE: ENGINEERS, GEOLOGISTS, PLANNING 
ADVISORS, AGRICULTURAL CONSULTANTS AND OTHER ADVISORS, 
FROM THE USDA, THE USGS AND PRIVATE SECTOR SOURCES. 

4) OVERSEAS PRIVATE INVESTMENT CORPORATION (OPIC) (SEE 
SEC C, PRIVATE SECTOR PARAGRAPH 2). 

B. THE INTERNATIONAL FINANCIAL INSTITUTIONS. THESE 
POTENTIAL SOURCES MAY BE THE GCOB'S BEST BET FOR 
FINANCING DEVELOPMENT PROJECTS IN THE FUTURE. HOWEVER, 
THESE INSTITUTIONS WILL REQUIRE FEASIBILITY STUDIES, 

AND SUBSTANTIAL LEAD TIME SHOULD BE ANTICIPATED. 

I) THE IBRD: THE WORLD BANK IS ALREADY PROCESSING A 
LOAN FOR DOLS NINE MILLION FOR THE BAHAMAS FOR A WATER 
AND SEWERAGE FACILITY IN NASSAU. THE HIGH BAHAMIAN 
PER CAPITA GNP RULES OUT CONCESSIONAL RATES FROM THE IDA 
AND MAY EVEN POSE SOME PROBLEM FOR IBRD LOANS. HOWEVER, 
WITH PROPER PROJECT PREPARATION, WE WOULD EXPECT THE 
IBRD TO BE A POTENTIAL SOURCE FOR FUTURE FINANCING. 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


2) THE INTER-AMERICAN DEVELOPMENT BANK (IDB): THE 
BAHAMAS ARE PRECLUDED FROM BORROWING FROM THE IDB UNTIL 
THEY BECOME MEMBERS. AN AMENDMENT TO THE IDB ARTICLES 
OE AGREEMENT THAT WOULD PERMIT BAHAMIAN MEMBERSHIP IS 
PENDING RATIFICATION. LEGISLATION NOW BEING CONSIDERED 
BY THE U.S. CONGRESS WOULD PROVIDE U.S. RATIEICATION. 

ONCE THIS LEGISLATION IS PASSED, WE WOULD BE PREPARED TO 
CONSIDER IN WHAT WAYS WE COULD USE OUR GOOD OEEICES TO 
ASSIST THE GCOB WITH THE IDB. IT IS UNLIKELY THAT THE 
IDB'S (SOET LOAN WINDOW) EUND EOR SPECIAL OPERATIONS WITH 
LIMITED EUNDS DESTINED EOR LDCS WILL BE AVAILABLE TO THE 
BAHAMAS. RATHER, WE WOULD EXPECT LOANS EROM ORDINARY 
CAPITAL AT EIGHT PERCENT. 

3) THE CARIBBEAN DEVELOPMENT BANK (CDB): AID HAS MADE 
LOANS TO THE CDB (DOES 32 MILLION TO DATE). ALL THREE 
LOANS HAVE BEEN MADE THROUGH THE SOET WINDOW-THE 
SPECIAL DEVELOPMENT EUND- AND, EOR THE MOST PART, THE 
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EUNDS ARE ALREADY COMMITTED TO SPECIEIC PROJECTS IN THE 
LDCS. LOANS FROM ORDINARY CAPITAL ARE AT EIGHT PERCENT 
INTEREST, OR SLIGHTLY HIGHER. HOWEVER, WE UNDERSTAND 
THAT PAID-IN CAPITAL IS LARGELY COMMITTED AT THIS TIME. 

C. THE PRIVATE SECTOR: 

1) PROSPECTS EOR LENDING FROM U.S. BANKS AND INVESTMENT 
OE EQUITY CAPITAL FROM OTHER SOURCES REQUIRE ADDITIONAL 
INQUIRIES AND MORE INEORMATION ABOUT GCOB PLANS. SINCE 
THE SOPHISTICATED BANKING INDUSTRY IN THE BAHAMAS SERVES 
AS A CONDUIT OF INVESTMENT INEORMATION WORLDWIDE, IT 

IS QUESTIONABLE WHAT ROLE WE COULD OR SHOULD PLAY. 

2) HOWEVERTHE OVERSEAS PRIVATE INVESTMENT CORPORATION 
(OPIC) HAS INDICATED A WILLINGNESS TO DISCUSS WITH THE 

GCOB ANY INTEREST THE BAHAMAS MIGHT HAVE TO TAKE ADVANTAGE 
OE THE CORPORATION'S INVESTMENT EINANCING AND/OR INVEST- 
MENT INSURANCE PROGRAMS. NORMALLY THE OPIC CHARTER PRE- 
CLUDES GUARANTEE PROGRAMS FOR A COUNTRY WITH A PER 
CAPITA INCOME AS HIGH AS THE BAHAMAS. THE CORPORATION, 
HOWEVER, HAS RECEIVED CONGRESSIONAL AUTHORITY TO CARRY 
OUT ITS PROGRAMS IN SOME COUNTRIES HAVING A HIGH PER 
CAPITA GNP WHEN IT RESTRICTS ITS OPERATIONS TO 
ACTIVITIES SPECIEICALLY DESIGNED TO BENEEIT THE LOWER 
INCOME LEVELS OE THE POPULATION. 

3. PART II - ASSISTANCE TO THE GCOB IN FACILITATING 
BAHAMIAN ACCESS TO DEVELOPMENT EINANCE. 

THERE MAY BE MERIT IN CONSIDERING BRINGING TOGETHER SOME 
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KIND OF ONE-SHOT, INFORMAL, JOINT WORKING GROUP TO MEET 
WITH GCOB OFFICIALS TO HELP IT BETTER IDENTIEY DEVELOP- 
MENT PROBLEMS AND POSSIBILITIES. GROUP WOULD BE ASKED 

(A) TO SUGGEST SECTORS WITH POTENTIAL FOR DEVELOPMENT 
THAT MIGHT ATTRACT FOREIGN SOURCES OF CAPITAL, AND, 

(B) PERHAPS MORE IMPORTANT, TO IDENTIFY TO GCOB PROBLEM 
AREAS THAT IT MUST ADDRESS IN ORDER TO ATTRACT CAPITAL 
FROM VARIOUS SOURCES INDICATED ABOVE. NATURALLY THE 
GROUP'S EFEORTS WOULD BE MADE MORE EEFECTIVE IE THE 
GCOB HAS MADE AT LEAST INITIAL PROJECT IDENTIFICATION, 
CONFIDENTIAL 
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POSSIBLY WITH ASSISTANCE FROM THE UNDP. WE WISH TO 
STRESS, HOWEVER, THAT WE WOULD EXPECT TO PROCEED WITH 
CAUTION TO AVOID CREATING EALSE EXPECTATIONS. 

COMPOSITION OF THE GROUP'S MEMBERSHIP AND DEFINITION OF 
ITS ROLE ARE CENTRAL QUESTIONS. WE MIGHT CONSIDER 
PARTICIPATION BY STATE, TREASURY, AID (UNDER SEC 661 
PROGRAM), OPIC AND EXIM BANK EROM THE USG. 

THE PRIVATE SECTOR COULD BE REPRESENTED BY A FEW U.S. 

BANKS, PREFERABLY THOSE ALREADY FAMILIAR WITH THE 
BAHAMIAN DOMESTIC SCENE AS OPPOSED SIMPLY TO THE 
ISLANDS' TAX HAVEN STATUS. A FEW LARGE U.S. CORPORATIONS 
THAT KNOW THE BAHAMAS WOULD ROUND OUT THE U.S. PRIVATE 
SECTOR. ADELA, AS AN INTERNATIONAL INVESTMENT DEVELOP- 
MENT BANK, SHOULD ALSO BE CONSIDERED. 

ASSUMING WORKING GROUP DISCUSSIONS CAN BE MADE TO FOCUS 
ON THE TOTAL DEVELOPMENT NEEDS OE THE BAHAMAS (AND NOT 
ON THE QUOTE QUID UNQUOTE OF THE NEGOTIATIONS) THEN WE 
MIGHT CONSIDER THE INCLUSION OE THE MULTILATERAL DONORS 
AND PERHAPS THE U.K. AND CANADA. POTENTIAL MULTILATERAL 
AGENCIES INCLUDE THE IBRD, IDB, CDB, AND UNDP, WHICH 
WE UNDERSTAND IS CONDUCTING A LIMITED REVIEW OF BAHAMIAN 
DEVELOPMENT PLANS AND PROSPECTS. 

IF THE MULTILATERL AGENCIES AND/OR OTHERCOUNTRIES ARE 
BROUGHT INTOTHE GROUP, THE ORGANIZATION OF THE MEETING 
MIGHT BESTBE HANDLED UNDER BAHAMIAN AUSPICES. 

THIS APPROACH COULD HAVE PROBLEMS. IT MAY BE THAT THERE 
ARE FEW, IF ANY, SECTORS WITH DEVELOPMENT POTENTIAL. IT 
IS POSSIBLE THAT PARTICIPATION BY U.S. BANKS IS NOT 
PRACTICABLE. AN ADDITIONAL QUESTION TO BE ANSWERED IS 
THE EXTENT TO WHICH THE MULTILATERAL AGENCIES WILL AGREE 
TO PARTICIPATE IN A LARGELY BILATERAL EEFORT WITH A 
RELATIVELY WELL-OFF LDC. IT IS PRESUMABLY NOT ESSENTIAL 
TO LINK THE JOINT WORKING GROUP TO THE BASE NEGOTIATIONS, 

SO THE USG'S PUBLIC ROLE COULD BE CONSIDERABLY DOWNPLAYED, 
PERHAPS ENHANCING THE EEFECTIVENESS OF PRIVATE AND INTER- 
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NATIONAL SOURCES FOR LOAN AND EQUITY FUNDS. 
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IF YOU BELIEVE THE WORKING GROUP APPROACH MIGHT BE USE- 
FUL TO PURSUE AT SOME FUTURE TIME, WE WOULD WELCOME YOUR 
SUGGESTIONS BEFORE PROCEEDING WITH ADDITIONAL EFFORTS 
HERE. SISCO 

CONFIDENTIAL 
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